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SUBJECT: PHILIPPINE AIRLINE (PAL) - ENGINES FOR PAL 747 

AIRCRAFT 

REF: STATE 231905 

1 . SUMMARY. OUR LIMITED BUT KNOWLEDGEABLE CONTACTS IN- 
DICATE THAT THE FRONT RUNNER FOR THE ENGINES ON THE NEW 
747'S FOR PHILIPPINE AIRLINES IS GENERAL ELECTRIC. ROLLS 
ROYCE’S OFFER OF LANDING RIGHTS AT LONDON DOES NOT APPEAR 
TO BE WORTH AS MUCH AS ATTRACTIVE FINANCING, ALTHOUGH 
PHILIPPINE AIRLINES DOES HAVE AMBITIONS TO FLY TO LONDON 
IN THE FUTURE. IN THE INTEREST OF PROTECTING BUSINESS 
CONFIDENTIALITY AND OUR SOURCE, ADDRESSEE IS ASKED NOT 
RPT NOT TO REVEAL THAT GENERAL ELECTRIC IS NOW AHEAD. 

END SUMMARY. 

2. DONALD R. MORRISON, AREA DIRECTOR FOR INTERNATIONAL 
MARKETING, OF UNITED TECHNOLOGIES (PRATT & WHITNEY GROUP) 
CALLED ON EMBOFF SEPTEMBER 13 AND INFORMED US OF ROLLS 
ROYCE OFFER WITH LONDON LANDING RIGHTS. WE BELIEVE HE 

IS SOURCE OF UT REPORT TO EXIMBANK. 

3. WE HAVE SINCE CONTACTED TWO INDEPENDENT SOURCES. ONE 
STATED ROLLS ROYCE CAME IN WITH A VERY ATTRACTIVE FINANC- 
ING PACKAGE BUT DID NOT MENTION LANDING RIGHTS. SECOND 
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SOURCE WHO IS EXTREMELY KNOWLEDGEABLE ABOUT PAL AFFAIRS 
REVEALED THAT ABOUT THREE WEEKS AGO DECISION ALMOST WENT 
TO PRATT AND WHITNEY (WHICH MORRISON ALSO SAID). HOW- 
EVER, ALL THREE BALLS HAVE AGAIN BEEN THROWN UP INTO 
THE AIR, AND AS OF THIS DATE GENERAL ELECTRIC IS LEADING. 

4. COMMENT. PAL IS ALREADY USING ROLLS ROYCE ON ITS 
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BAC-l 1 l'S. AND THE BRITISH HAVE PLAYED ON THE THEME OF 
COMPATIBILITY. PAL HAD BEEN UNHAPPY WITH ITS GE ENGINES 
ON THE DC-10'S. BUT GE HAS GIVEN PAL A GREAT DEAL OF HELP 
AND SEEMS TO HAVE CONVINCED PAL THAT THE TROUBLE WAS 
MAINTENANCE AND NOT ITS ENGINES PER SE. 

5. AS FOR THE LONDON LANDING RIGHTS, PAL NOW FLIES WEST 
WARD TO BANGKOK, KARACHI, FRANKFURT AND AMSTERDAM. IT 
DOES HAVE AMBITIONS TO GO TO LONDON AND IN 1975 DID MAKE 
A BID WHICH FLOUNDERED ON OBJECTIONS BY BRITISH AIRWAYS. 
MAIN OBSTACLE, HOWEVER, WAS THAI DISINCLINATION TO GRANT 
BEYOND RIGHTS TO LONDON, AND WITHOUT THIS GUARANTEE 
LONDON WILL BE AN EXPENSIVE EXTENSION WITH LITTLE RETURN. 
BRITISH MAY NOW FEEL THAT THEY MAY NOT BE GIVING MUCH 
AWAY IN THESE CIRCUMSTANCES. 

6. WE BELIEVE THAT SALE WOULD GO TO FIRM WHICH PURSUES 
MATTER AGGRESSIVELY AND OFFERS MOST ATTRACTIVE FINANC- 
ING PACKAGE. IN THIS CONNECTION, MITI MINISTER KOMOTO 
HAS OFFERED TO GOP LEASE-PURCHASE PACKAGE COVERING THE 
THREE 747'S WHICH PAL SIGNED WITH BOEING LAST MONTH. 
FINANCE MINISTER VIRATA IS INTERESTED IN THIS OFFER, AND 

IF IT MATERIALIZES, ENGINES WOULD COME FROM EITHER GE OR 
PRATT AND WHITNEY. END COMMENT. TOUSSAINT 
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